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UNCLAS LONDON 01513 

DEPARTMENT PASS FEDERAL RESERVE BOARD 

TREASURY FOR DONALD SYVRUD, OASIA 

E.O. 11652: N/A 
TAGS: EFIN, UK 

SUBJECT: BANK OF ENGLAND REDUCES CALL FOR SPECIAL 
DEPOSITS 

1 . THE BANK OF ENGLAND ANNOUNCED AN ADDITIONAL CUT OF ONE 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 LONDON 01513 271740Z 

PERCENTAGE POINT IN THE RATE OF CALL FOR SPECIAL DEPOSITS, 

TO BE EFFECTIVE FROM JANUARY 31 TO MARCH 10. THIS REDUC- 
TION WILL BRING THE RATE OF CALL TO 2 PERCENT, AND RE- 
LEASE APPROXIMATELY 360 MILLION POUNDS IN RESERVES TO THE 
BANKING SYSTEM. ALTHOUGH THE SUM SHOULD BE RETURNED TO 
THE BANK OF ENGLAND ON MARCH 10, THE BANK HAS POINTED OUT 
THAT IT MAY RESCIND THIS REQUIREMENT IF MARKET CONDITIONS 
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WARRANT. THE REDUCTION FOLLOWS A 2 PERCENT REDUC- 
TION EFFECTIVE ON IANUARY 17. AND THE CANCELLATION OF 
ANOTHER PERCENT WHICH WOULD HAVE BEEN DUE JANUARY 28. 

2. THE BANK EXPLAINED THIS MEASURE, LIKE THE EARLIER 
REDUCTIONS, AS A TECHNICAL STEP TO SMOOTH ITS MANAGEMENT 
OF THE MONEY MARKETS. THIS CANCELLATION, AS THE 
ONES IN JANUARY, FOLLOWS ON EXTRAORDINARILY LARGE SALE OF 
GILTS DURING THE PAST WEEK, AND THE BANK CITES THIS AS 
BEING THE MAJOR CONTRIBUTOR TO TIGHT MONEY MARKET CONDI- 
TIONS. IT ADDED, "CONSEQUENTLY, DESPITE OFFICIAL PUR- 
CHASES OF FOREIGN EXCHANGE, MONEY MARKET CONDITIONS AND 
PRESSURE ON THE RESERVE ASSET POSITION OFTHE BANKING 
SYSTEM HAVE AGAIN BECOME EXCEPTIONALLY STRINGENT." 

ARMSTRONG 


UNCLASSIFIED 
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